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Abstract:- 
Any law in force in a country indicates its social, economic and political position. Law is 
considered to be the measure by which a country’s progress is taken into account. India has 
adopted Companies Act, 2013 in place of the Companies Act, 1956 considering the changing needs 
of the society and to facilitate the ease of business. In this paper, an attempt is made to bring out 
the comparative picture of Companies Act 2013. This paper throws some light on the framework of 
companies Act 2013 and the rapid challenges faced by country and also to understand the basic 
concepts of companies act 2013 and its application.  
 Keyword: Global Depository, National Financial Reporting Authority, National Company Law 
Tribunal, One Person Company. 
 
Introduction: 
The Indian Companies Act 2013 replaced the Indian Companies Act, 1956. The Companies 
Act 2013 makes comprehensive provisions to govern all listed and unlisted companies in the 
country. The Companies Act 2013 implemented many new sections and repealed the relevant 
corresponding sections of the Companies Act 1956. This is a landmark legislation with far-reaching 
consequences on all companies incorporated in India. Indian Companies Act 2013 has fewer 
sections (470) than Companies Act 1956 (658). The new act empowers shareholders and gives high 
value for Corporate Governance. 
Detail  Company act 1956 Company act 2013 
Parts 13 NA 
Chapters 26 29 
Sections 658 470 
Schedules 15 7 
 
Highlights of Indian companies act 213 
 Maximum number of members (share holders) permitted for a Private Limited 
Company is increased to 200 from 50. 
 One-Person company. 
 Section 135 of the Act which deals with Corporate Social Responsibility. 
 Company Law Tribunal and Company Law Appellate Tribunal. 
 
Salient Features of Companies Act 2013 
 One Person Company: [(Sec. 3 (i) (c)]: The Companies Act 2013 provides new form of 
private company, i.e., one person company. It may have only one director and one 
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shareholder. The Companies Act 1956 requires minimum two shareholders and two 
directors in case of a private company. 
 To File Affidavit [(Sec. 7 (c)] :An Affidavit from each of the subscribers to the 
memorandum and from persons named as the first directors, if any, in the articles that he is 
not convicted of any offence in connection with the promotion, formation or management of 
any company, or that he has not been found guilty of any fraud or misfeasance or of any 
breach of duty to any company under this act. 
 Commencement of Business [sec 11]: A company having a share capital shall not 
commence any business or exercise any borrowing powers unless: 
(a)  A declaration is filed by a director in such form and verified in such manner as may 
be prescribed, with the Registrar that every subscriber to the memorandum has paid 
the value of the shares agreed to be taken by him and the paid up share capital of the 
company is not less than Rs.5 lakhs in case of public company not less than Rs.1 
lakh. 
(b)  The company has filed with Registrar a verification of its registered office. 
(c) If any default is made, the company shall be liable to a penalty which may extend to 
Rs.5000 and every officer who is in default shall be punishable with fine which may 
extend to Rs.1000. 
 Conversion of Company from Private to Public and Vice- Versa  
[ Sec.14(1)]: As per the provisions of this act and the conditions contained in its 
memorandum, if any, a company may, by a special resolution, by a special resolution, after 
its articles including alteration having the effect of conversion of : 
(d)  A private company into a public company, or 
(e)  A public company into a private company. 
 Copies of Memorandum and Articles etc. given to the Members [ Sec. 14 (1) ]:  A 
Company shall, on being so requested by a member, send to him within 7 days of the 
request and subject to the payment of such fees as may be prescribed, a copy of each of the 
following documents, namely, 
(f) the memorandum 
(g)  the articles 
(h) Every agreement and every resolution referred to in sub-section (1) of section 117, if 
and in so far as they have not been embodied in the memorandum or articles. 
(2) If a company makes any default in complying with the provisions of this section, the 
company and every officer of the company who is in default shall be liable for each default, 
to a penalty of one thousand rupees for each day during which default continues or one lakh 
rupees, whichever is less. 
 Subsidiary company not to hold shares in its Holding Company  
[Sec. 19 (i)]: No company shall, either by itself or through its nominees, hold any shares in 
its holding company and no holding company shall allot or transfer its shares. 
 Power of SEBI [Sec 24(i)]: SEBI shall regulate issue and transfer of securities; and non-
payment of dividend of listed companies. 
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 Offer of Sale of Shares by certain Members of a Company [ Sec. 28 (2) ]: Offer of sale 
to the public is made shall, for all purposes, be deemed to be a prospectus issued by the 
company and all laws and rules made thereunder as to the contents of the prospectus. 
 Public Offer of Securities by the Companies to be only in Dematerialised Form [ Sec. 
29 (i)] :  Every  Company  making public offer shall issue the securities only in 
dematerialised form by complying with the provisions for the Depositories Act, 1996 and 
the regulations made thereunder. 
 No Issue of Application Forms for Securities [Sec. 33(i)]: No form of application for the 
purchase of any of the securities of a company shall be issued unless such form is 
accompanied by an abridged prospectus. 
 Allotment of Securities [Sec. 39]: No allotment of any securities shall be made unless the 
amount stated in the prospectus as the minimum amount has been subscribed and sums on 
application received. 
 Securities to be Dealt within Stock Exchange[ Sec. 40(i)] : Every company making public 
offer shall, before making such offer, make and application to one or more recognised stock 
exchange and obtained permission for dealt within stock exchange. 
 Global Depository Receipt [Sec. 41]: A company may, after passing a special resolution in 
its general meeting, issue depository receipts in any foreign country in such manner. 
 Kinds of Share Capital [Sec. 43]: The share capital of a company listed by shares shall be 
two kinds, namely equity share capital and preference share capital. 
 Prohibited to Issue Shares at Discount [Sec. 53]: A company shall not issue shares at a 
discount except issue of sweat equity shares. Any share issued by a company at a discounted 
price shall b void. 
 Constitution of National Financial Reporting Authority [Sec. 132(i):] The central 
Government may, be notification, constitute a national Financial Reporting Authority to 
provide for matters relating to accounting and auditing standards under this Act. 
 Central Government to Prescribe Accounting Standards [Sec. 133 ]: The Central 
Government may prescribe the standards of accounting or any addendum thereto, as 
recommended by the Institute of Chartered Accountants of India, constituted under section 3 
of Chartered Accountants Acts, 1949, in consultation with and after examination of the 
recommendation made by National Financial Reporting Authority. 
 Corporate Social Responsibility [Sec. 135 (i): The Companies Act 2013 stipulates certain 
class of Companies to spend a certain amount of money every year on activities/initiatives 
reflecting Corporate Social Responsibility. 
 Prohibition on forward dealings and insider trading [Se. 195(i)]: The Companies Act 
2013 prohibits directors and key managerial personnel from purchasing call and put options 
of shares of the company, if such person is reasonably expected to have access to price-
sensitive information. 
 National Company Law Tribunal [Sec.408]: The Companies Act 2013 introduced 
National Company Law Tribunal and the National Company Law Appellate Tribunal to 
replace the Company Law Board and Board for Industrial and Financial Reconstruction. 
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They would relieve the Courts of their burden while simultaneously providing specialized 
justice. 
 Limit on Maximum Partners [Sec. 464]: The maximum number of persons/partners in any 
association/partnership may be upto such number as may be prescribed but not 
exceeding one hundred. This restriction will not apply to an association or partnership, 
constituted by professionals like lawyer, chartered accountants, company secretaries, etc. 
who are governed by their special laws. Under the Companies Act 1956, there was a limit of 
maximum 20 persons/partners and there was no exemption granted to the professionals. 
 Women empowerment in the corporate sector: The Companies Act 2013 stipulates 
appointment of at least one woman Director on the Board (for certain class of companies). 
 Fast Track Mergers: The Companies Act 2013 proposes a fast track and simplified 
procedure for mergers and amalgamations of certain class of companies such as holding and 
subsidiary, and small companies after obtaining approval of the Indian government. 
 Electronic Mode: The Companies Act 2013 proposed E-Governance for various company 
processes like maintenance and inspection of documents in electronic form, option of 
keeping of books of accounts in electronic form, financial statements to be placed on 
company’s website, etc. 
 Increase in number of Shareholders: The Companies Act 2013 increased the number of 
maximum shareholders in a private company from 50 to 200. 
 Class action suits for Shareholders: The Companies Act 2013 has introduced new concept 
of class action suits with a view. of making shareholders and other stakeholders, more 
informed and knowledgeable about their rights. 
 More power for Shareholders: The Companies Act 2013 provides for approvals from 
shareholders on various significant transactions. 
 Entrenchment in Articles of Association: The Companies Act 2013 provides for 
entrenchment (apply extra legal safeguards) of articles of association have been introduced. 
 Serving Notice of Board Meeting: The Companies Act 2013 requires at least seven days’ 
notice to call a board meeting. The notice may be sent by electronic means to every director 
at his address registered with the company. 
 Rehabilitation and Liquidation Process: The entire rehabilitation and liquidation process 
of the companies in financial crisis has been made time bound under Companies Act 2013 
 Independent Directors: The Companies Act 2013 provides that all listed companies should 
have at least one-third of the Board as independent directors. Such other class or classes of 
public companies as may be prescribed by the Central Government shall also be required to 
appoint independent directors. No independent director shall hold office for more than two 
consecutive terms of five years. 
 Indian Resident as Director: Every company shall have at least one director who has 
stayed in India for a total period of not less than 182 days in the previous calendar year. 
 Duties of Director defined: Under the Companies Act 1956, a director had fiduciary (legal 
or ethical relationship of trust) duties towards a company. However, the Companies Act 
2013 has defined the duties of a director. 
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 Prohibits Auditors from performing Non-Audit Services: The Companies Act 
2013 prohibits Auditors from performing non-audit services to the company where they are 
auditor to ensure independence and accountability of auditor. 
 Rotation of Auditors: The Companies Act 2013 provides for rotation of auditors and audit 
firms in case of publicly traded companies. 
 Liability on Directors and Officers: The Companies Act 2013 does not restrict an Indian 
company from indemnifying (compensate for harm or loss) its directors and officers like the 
Companies Act 1956. 
 Cross Border Mergers: The Companies Act 2013 permits cross border mergers, both 
ways; a foreign company merging with an India Company and vice versa but with prior 
permission of RBI. 
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